
Treasury Provides CMBS Workouts an Assist

The U.S. Internal Revenue Service today published guidance acknowledg-

ing that the crisis in the credit markets requires flexibility in renegotiating

commercial mortgages that have been securitized through real estate mort-

gage investment conduits (REMICs). Most commercial mortgage backed

securities (CMBS) are structured as REMICs.

Revenue Procedure 2009-45 provides guidance on the conditions under

which at-risk commercial mortgage loans that have been packaged into

REMICs can be modified without changing the tax status of the REMICs or

triggering “prohibited transactions.” Significantly, the guidance specifies

there is no maximum length of time before maturity of the loans during

which parties can negotiate a mortgage modification.  

The guidance applies to loan modifications made on or after January 1,

2008. NAREIT, The Real Estate Roundtable and other real estate organiza-

tions advocated for the new guidance.

For more information, please click here.

Separately, the IRS issued Notice 2009-79 soliciting comments on the issue

of whether investment trusts should be permitted to modify commercial

mortgage loans to the same extent that REMICs can modify them.

For more information, please click here.
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http://www.irs.gov/pub/irs-drop/rp-09-45.pdf
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